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ABSTRACT:
A review of the ongoing debate on the economic impacts of globalization on
employment in developing economies shows that the predictions of most trade
theories that, an increase in globalization would result in more employment in
labor abundant countries has not always proven to be true. This study actually
examines the employment impact of economic globalization to recipient
economies – ECOWAS member states. The analysis has employed a balanced
panel dataset of 13 ECOWAS member nations over the period 1990 – 2017. Based
on the Fixed Effects estimation approach, the empirical analysis reveals that over
the full sample, economic globalization has exerted a negative and significant
effect on employment opportunities in the ECOWAS enclave. This result
corroborates similar empirical findings in the literature.

Keywords: Economic Globalization, Political Globalization, Employment,
ECOWAS, Infrastructure.
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1. INTRODUCTION:

The concept of globalization is a multi-faceted phenomenon that enormously affects all
parts of life namely social, political, cultural, and economic. Globalization, most often known as
economic globalization involves the process of integrating national economies into the
international economy via trade, foreign investment, capital flows, migration, and advancement
in technology. Globalization includes but not limited to intensifications of cross-national,
cultural, political, social, economic and technological interconnections. This connection, in due
course, may create transnational structures and a global integration of various cultural, economic,
environmental, political, and social processes on scales which are at the global, supranational,
national, regional as well as local levels (Rennen & Martens, 2003).
Developing economies, almost with no exclusion, have become more integrated with the
world economy since the start of 1990. Obviously, globalization has facilitated transfer of
technology and fostered production efficiencies (Dani Rodrick, 2014). Till today, there is still
controversy as to whether globalization is beneficial or unbeneficial to countries that embrace it.
For instance, some have argued that globalization has the potential of stimulating economic
growth and enhancing social welfare through job creation in the contemporary world. It is
estimated that globalization would foster the integration of developing economies into the world
markets and institutions, ensure cultural exchange, provide resources for information and
knowledge transmission, as well as instigate extraterritorial capital movements (Altiner et al.,
2018).
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However, a contrary argument also suggests that globalization breeds cultural
imperialism and therefore, opening to the world market at the early stages of development with
inexperienced human resources would not benefit nations (Daly et al., 2017). Moreover, since
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the Brexit and Trump shocks of 2016, globalization has been shaped by a tug of war between
economic fundamentals and policy threats. However, speculations that globalization would
breakdown under a wave of economic nationalism have proven no more accurate than
proclamations of a flat world that dominated the global business discourse a decade ago (Altman
& Ghemawat, 2019). The new DHL Global Connectedness Index co-authored by Philip Bastian,
Pankaj Ghemawat, and Steven A. Altman shows that the world ended 2017 more globalized than
ever before. This is an index that analyzes trade, capital, information, and people flows not only
for the world but also for individual countries as well as regions. What it does is to rank and
profile 169 countries and territories, covering about 99 percent of the world’s GDP. “While 2018
brought new obstacles from tariffs tiffs to blocked acquisitions, the result was a shifting playing
field rather than an end to global business competition’’ (Altman & Ghemawat, 2019).
In 2017, strong growth across most of the world propelled the DHL Global
Connectedness Index to a record high. The proportions of trade, capital, information, and people
flows crossing national borders all increased significantly. In 2018, however, major policy
threats transitioned from rhetoric to reality. Disputes between the United States and its largest
trade partners prompted tit-for-tat tariff increases. Meanwhile, countries tightened screening of
foreign corporate takeovers, advanced data localization policies, and clamped down on
immigration. Notwithstanding incomplete 2018 data, it is evident that these developments have
begun to affect some international flows. Growth in trade continued but at a relatively slower
pace while there was a significant decline in foreign direct investment flows (DHL Global
Connectedness Index, 2018). Below is a graphical evidence of how globalization has, over the
years, aided an increase in trade in terms of export volume worldwide, from 1950 to 2018.
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Graph 1. Trends in Global Export Volume of Trade in Goods from 1950 – 2018.

Source: Liam O’Connell, Sept 24, 2019.

As of 2018 for instance, the global trade value of goods exported throughout the world totaled
approximately 19.5 trillion US dollars. In juxtaposition, this figure stood at around 6.45 trillion
US dollars in the year 2000. The significant increase in the value of goods exported across the
globe demonstrates developments in international trade, globalization, and the advancement in
technology. In recent times, economic globalization has been on the increase in developing
economies including countries located within the West African sub-region. Charts below show
the extent to which globalization has affected ECOWAS member states. Specifically, chart 1
reveals countries that appear to be more globalized than the other member states of ECOWAS.
For instance, Togo appears to have the highest mean value of 49.5, and this may be as a result of
its free trade zone policy. Closely followed are Cape Verde and Cote d’Ivoire with the mean
4

values of 47.8 and 46.1 respectively. For employment, Nigerian has had the highest mean of
employment figure 44.3 and this may be as a result of the size of its economy. Trailing behind
are Ghana and Burkina Faso with the mean of 9.1 and 4.9 respectively.
For Political globalization, Nigeria appears to be more politically globalized and may
essentially be due to the number of embassies in the country, participation in UN Security
Council missions, and membership in international organizations. Closely behind are Senegal
and Ghana with the mean values of 76.6 and 76.1 respectively. Cape Verde seems to have the
least mean value in terms of its political engagement with the rest and it may be as a result of not
having relatively more embassies and less participation in UN Security Council.

Chart 1. Economic Globalization by each member state of ECOWAS, 1990 -- 2017.
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Chart 2. Employment situation by each member state of ECOWAS, 1990 – 2017.
Mean of EMPLOYMENT by COUNTRY
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Chart 3. Inflation by each member state of ECOWAS, 1990 – 2017.
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Chart 4. Infrastructural progress in each ECOWAS member state, 1990 – 2017.
Mean of INFRASTRUCTURE by COUNTRY
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Chart 5. Political globalization in each member state of ECOWAS, 1990 – 2017.
Mean of POLITICAL GLOBALIZATION by COUNTRY
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Chart 6. Population Growth in each member state of ECOWAS, 1990 – 2017.
Mean of POPULATION by COUNTRY
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From the foregoing discussions, it is obvious that both developed and developing
countries alike could not have operated on the global market without going through the process
of globalization. So far, the divergent outcomes observed in developing economies reveal that
the impacts of globalization are contingent on the way in which these economies get integrated
into the global economy. In many instances namely China, India, and other Asian countries, the
benefits associated with globalization has been realized. For instance, since India opened up to
globalization in later part of 1991, growth has accelerated to about 7% on average, relative to 4%
in the first 35 years after independence. Medical tourism has also become one of India’s fast
growing sectors and it is estimated to be worth more than $3 billion (Kriti Mehta, 2017). For
China, the net exports as a share of GDP has increased from 2.6% to 7.7% between 2002 and
2007 (Chen, 2009), while its current account balance amounted to $305 billion in 2010 (public
data, IMF). These successes were made possible as a result of China’s accession to World Trade
Organization (WTO).
On the contrary, in several other cases in respect of Latin America and Sub-Saharan
Africa, globalization seems not to have yielded the expected structural change. What is more,
labor appears to have toed the wrong path, thus, moving from more productive to less productive
activities, most especially, informal sectors (Rodrik, 2014). Labor market constitutes one of the
avenues through which globalization can impact developing economies. The uncontrollable rise
in imports and exports of goods and services across borders, foreign direct investment as well as
exchange rate volatilities due to international capital flight may in theory, affect employment and
labor income.
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Thus, countries that anticipate to reap full benefits of globalization and become more
competitive on the global market may want to remove all forms of trade barriers, sell off stateowned companies, do away legal monopolies as well as eliminate over-staffing. As a
consequence, these structural changes may adversely cause a wanton retrenchment of workers
and ultimately raise the rates of unemployment. A case in point is the over 10,000 job losses that
occurred in Mozambique when the International Monetary Fund (IMF) and World Bank ordered
the removal of an export tax on cashew nuts. This action eventually led to massive
unemployment in cashew nut-processing factories (Essays, UK 2018).
This conclusion might appear to be in conflict with many other empirical studies on the
employment-enhancing effects of globalization. For instance, some studies such as Pavcnik,
2000; Calvacanti Ferreira & Rossi 2003; Paus, Reinhardt, & Robinson, 2003; Fernandes, 2007;
Eslava, Haltiwanger, Kugler, & Kugler, 2009, have shown that an increased import competition
has compelled manufacturing firms in Latin America to become more efficient by rationalizing
their productive activities. Usually what it means is that, the least as well as less productive firms
would exit the industry while the survivors, thus the remaining firms would then have to do away
with the excess labor. The question that needs an answer is: what becomes of the workers who
are thereby thrown out of the labor market as a consequence of globalization?
However, a press release by International Labor Organization (ILO), 2016 on
employment situations in Africa suggests that poor job quality remains a priority worldwide,
with over 1.5 billion people found in vulnerable employment, representing nearly half the global
workforce. This situation is considered endemic in Sub-Saharan Africa where over 70 percent of
workers are found in vulnerable employment as against the global average of 46.3 percent. These
are essentially workers who have a limited access to social protection schemes and are as such,
11

faced with low and highly unstable income. Moreover, the contribution of the informal sector to
GDP in the Sub-Saharan region hovers between 50 percent and 80 percent, and that to
employment ranges from 60 percent to 80 percent, while that of new jobs is 90 percent (ILO,
2016). What is more, 9 out of 10 workers located in the rural and urban sectors are estimated to
hold only informal jobs. In addition, the share of informality actually varies across the region.
Thus, informal employment is relatively lower in southern Africa, ranging between 32.7 percent
in South Africa and 43.9 percent in Namibia. In some other parts of Sub-Saharan Africa namely
Tanzania, Madagascar as well as Uganda, the percentage outstrips 50 percent and attains as high
as 76.2 percent, 89.2 percent and 93.5 percent, respectively (Global Employment Trends for
youth 2020, ILO). What is striking is that, after young people have completed school, majority of
them find their ways into the informal economy, while many of them migrate, in search for
employment opportunities elsewhere. The biggest challenge in Africa today and for that matter,
western part of Africa is that labor force continues to grow every year but the opportunities for
employment are not growing in equal dimension. This mismatch between population growth and
employment opportunities in West Africa informs the choice of ECOWAS as a case study. The
Economic Community of West African States (ECOWAS) is made up of 15 West African
countries which was formed to promote economic cooperation among member states with the
view to improving living standards and promoting economic development.
ECOWAS has also been responsible for addressing issues of security and resolution of
conflicts in the West African region. Meanwhile, ECOWAS in 1990, established its free trade
area and in January, 2015, adopted a common external tariff. According to the U.S Trade
Representative, U.S goods exports to ECOWAS countries stood at $4.8 billion in 2017, an
increase of 15% ($631 million) from 2016. The member countries namely Nigeria ($2.2 billion),
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Ghana ($860 million), Togo ($482 million), Cote d’Ivoire ($320 million), and Benin ($250
million) constituted the top 5 U.S exports market in the ECOWAS countries for 2017. In terms
of imports, the USTR (2018) report indicated that U.S goods imports from the ECOWAS
member countries amounted to $9.3 billion in 2017, an increase of 58.6% ($3.4 billion) from
2016. Member countries that constituted the top 5 U.S import supplies were Nigeria ($7.1
billion), Cote d’Ivoire ($1.2 billion), Ghana ($750 million), Liberia ($91 million), and Senegal
($72 million). Mineral fuels ($7.5 billion), Cocoa & Cocoa products ($1.2 billion), rubber ($160
million), edible fruits & nuts (cashews) ($88 million), and artificial flowers, feather or down
articles ($57 million) were among top import categories for U.S in 2017. As of 2016, the U.S
trade deficit with ECOWAS member countries was $1.7 billion and this shot up to $4.5 billion in
2017, up 169% in 2017 relative to 2016 (U.STR, 2018). African countries, just like other
developing countries, must endeavor to take part in international exchanges. What is required of
this integration is the active involvement of policy makers and thoughtful deliberations in
international institutions (Ayenagbo et al., 2012).
But unfortunately, most African countries play a dormant role in international institutions
even at the point when critical issues that border on their own development and welfare are on
the line. Notwithstanding several efforts of most African governments to take advantage of many
opportunities presented by globalization, Africa has not been able to justify its inclusion in terms
of its share of gains associated with international trade. More so, Africa appears to be the least
developed continent in the world, and this is evidenced by high levels of unemployment and low
per capita income for many countries that form the continent.
In sum, globalization is multidimensional and as such, affects all economies in many
ways, and can have both negative and positive impacts on labor market outcomes, more
13

importantly employment. To the best of my knowledge, not much has been done as it relates to
empirical research into the probable effects of globalization on employment generation in Africa.
More so, no similar study has equally been carried out for the sake of ECOWAS, and this study
is intended to fill this gap. However, this study is considered important because the impact of
globalization on employment in developing economy like the member countries of ECOWAS
can be multifarious and therefore, its finding may go a long way to influence policy direction of
member states. The purpose of this study therefore, is to investigate the economic effects of
globalization on the level of employment in ECOWAS member countries, using KOF
Globalization Index (an index developed by Switzerland Institute of Economy to measure
globalization). The research question this study attempts to answer is: what is the economic
impacts of globalization on employment in the ECOWAS enclave? To what extent does
globalization politically influence employment situation in ECOWAS countries? The empirical
evidence is based traditional labor demand function used by Ogunrinola & Osabuohien (2010),
and using data from ECOWAS member countries for the period 1990 to 2017. The study will
employ fixed effects estimation technique, which is appropriate for drawing conclusions from
studies that involve a panel of countries.
A BRIEF HISTORY OF ECOWAS
Before ECOWAS was formed, West Africa was a collection of States that had come out
of diverse colonial experiences and administrations which mainly defined the boundaries of the
15 States living in the region. Formally, Member States of the community adopt three main
languages such as English, French, and Portuguese even though the region can boast of over
thousand local languages. These include but not limited to cross-border native languages namely
Ewe, Fulfulde, Hausa, Mandingo, Wolof, Yoruba, Ga, among others.
14

The idea to form an economic union for West Africa was not until 1972 that a proposal
emerged, leading to the coming of the Treaty of Lagos in 1975, which gave birth to ECOWAS.
The essence of ECOWAS is to foster interstate economic and political cooperation among
Member States. What poses both opportunities and challenges to the process of integration is
among other things, the region’s cultural, linguistic and ecological diversity.
ECOWAS is guided by its fundamental principles as it relates to its dealings with
member countries, citizens, and all other external bodies / organizations. Thus, in pursuit of the
objectives stated in Article 3 of its Treaty, all member states solemnly affirm and declare their
allegiance to the principles of the union. This is to ensure equity and inter-dependence of
Member States; solidarity and collective self-reliance; inter-state cooperation; harmonization of
policies and integration of programs; non-aggression between Member States. Other principles
include accountability, economic and social justice and popular participation in development. It
is also to foster equitable and just distribution of the costs and benefits of economic cooperation
and integration (ECOWAS, 2016).
In terms of employment generation within the sub-region, it is the objective of the
economic union to promote and enhance job creation, appropriate skills and decent work
particularly for the youths in the region. It is as well, intended to provide a conducive
environment for job creation and employment more especially for the youths in the region. In
addition, ECOWAS intends to develop the capacities and skills of youth and empower them to
be self-sufficient and as such live decent lives.
REVIEW OF ECONOMIC PERFORMANCE AND REFORMS IN ECOWAS MEMBER
STATES:

15

BENIN: The government of Benin upon assumption of office in 2016 encountered a
difficult macroeconomic and treasury situation. While its fiscal policy was normally sound in
early years, the fiscal deficit rose to about 8.5 percent of GDP in 2015, with spending overruns
during the first quarter of 2016. This huge fiscal deficit prompted government to issue large
bonds on the regional financial market in order to finance the fiscal imbalances, adding
substantially to future debt service. To deal with this challenge, the government initiated reforms
geared not only towards reducing investment burden on the budget, but also towards facilitating
the private sector led growth necessary for employment generation. What is more, the
government also took steps to enhance the governance of state-owned enterprises in support of a
privatization agenda (ECOWAS Annual Report, 2016).
BURKINA FASO: The government of Burkina Faso had experienced a devastating
political uprising and foiled military coup in September 2015, leading to huge uncertainties in
economic activity, with GDP growth staying around 4 percent in 2014 and 2015 as against 6.4
percent between 2009 and 2013. However, with the discovery of new gold mines, growth was
estimated to rise to 5.2 percent in 2016. More so, the implementation of a supplementary budget
law as well as a favorable agricultural campaign, growth was projected to recover in the medium
term to historical averages of 6 to 6.5 percent. To achieve fiscal consolidation, the government in
its 2016 supplementary budget for example, focused on raising domestic revenue collection in an
attempt to rebuild fiscal space for priority investments. The budget also captured new
investments namely new health, education as well as youth employment programs directed at
addressing pressing social needs. Other measures included the effort to contain huge public wage
bill and to foster the development of new National Plan for Economic and Social Development
(PNDES).
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CABO VERDE: The economy of Cabo Verde was projected to experience a high
growth trajectory in 2016, largely anchored on foreign direct investments, tourism and a
recovery in domestic demand. Growth in 2012-15 slowed markedly as a result of global financial
crisis, and more especially the euro crisis. However, a rising external demand in the tourism
sector, a very robust FDI pipeline and the gradual recovery of the private sector credit
demonstrated a marked take-off of growth in 2016. The public debt as it relates to the size of
Cabo Verde’s economy had increased more than budgeted as a result of the concessional nature
of the debt. To restore hope and public confidence as well as bring back the economy on the path
development, the authorities instituted measures to reduce the risks associated with the high level
of public debt. This is by means of controlling public spending, and thus, giving priorities to
projects with the greatest impact on growth and employment for the immediate term while
delaying others that are less pressing. To support job creation and inclusive growth in tourism
and related local businesses and economic diversification, strong emphasis was put on reforms
that focused on the business environment, labor market flexibility, access to financing, and
education & training to reduce the skill mismatch (ECOWAS Annual Report, 2016).
COTE D’IVOIRE: The economy of Ivory Coast continues to record impressive
performance in recent times largely due to political normalization, sound fiscal policy and
structural reforms which significantly improve the country’s business climate. In addition, strong
macroeconomic performance continued in 2015 and in the first quarter of 2016, driven by solid
investment and private consumption, despite the negative impact of lower-than-expected rainfall
on agriculture. The country’s growth has been accompanied by modest gains in poverty
reduction, although not much have been achieved relative other human development indicators.
For sustained, strong and inclusive growth and development, the authorities have adopted a
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National Development Plan (NDP) for the period 2016-2020. Under this program, the private
sector was expected to play a leading role, backed by a continued expansion of public
infrastructure to enhance the business climate (ECOWAS, 2016 Annual Report).
GHANA: Due to a challenging economic environment encountered by the government
of Ghana over the period 2012-16, it took a decision to sign to the IMF’s Extended Credit
Facility (ECF)-supported program in the third quarter of 2016. Some progress had been made
under the program relative to macroeconomic stability and mitigating fiscal imbalances, although
risks remained high. Consequently, the authorities continued their fiscal consolidation program
and aimed at strengthening policy and reform implementation. In addition, efforts were put in
place to address revenue shortfalls and as such strengthen expenditure control measures to
contain the high wage bill. In 2016, government of Ghana was running a primary surplus, and
along with a stable cedi, it should yield a marked decline in the debt-to-GDP ratio. To guarantee
that gains from fiscal consolidation were sustained over the medium term, the authorities had
implemented a wide range of reforms. These included steps to broaden the tax base and enhance
tax compliance, strengthen control of the wage bill, and enhance Public Financial Management
(PFM) (ECOWAS Annual report, 2016).
GUINEA BISSAU: The political situation in Guinea Bissau has improved considerably
in recent times, enabling the new government appointed in 2016 to make strides in managing and
improving public finances. Guinea Bissau’s fiscal situation in 2016 was under severe strain
largely due to loss of budgetary support from its development partners. In order to lessen the
situation and bring back the economy on track, the authorities took a decision to sell part of
seized wood to generate revenue for the government to close the fiscal gap in 2016. To ensure
development, the government of Guinea Bissau began to pursue programs that were aimed at
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consolidating the fiscal position through better expenditure management and enhanced revenue
mobilization, deepening institutional reforms, reducing vulnerabilities as well as developing the
private sector to accelerate growth and job creation (ECOWAS Annual Report, 2016).
GUINEA: The economic performance of Guinea in recent years has fallen considerably
far below its national projections. The early gains made by the government around 2012-13 were
eroded after the economy was badly hit by the Ebola epidemic, as well as sharp economic
decline in commodity prices, and political uncertainty. Also, growth was estimated to rebound to
3.7 percent in 2016 owing to higher electricity provision from the Kaleta hydroelectric dam and a
huge increase in bauxite production. Inflation also increased to 7.9 percent in April 2016, driven
essentially by a stronger domestic demand and a weaker exchange rate. After substantial losses
in 2014-15, bank credit to the private sector continued to grow at rapid rates, and reserve buffers
rose and stabilized at 2.4 months of imports cover. The basic fiscal balance was projected to stay
around 0.5 percent of GDP, reflecting financing constraints and prudent policies to strengthen
reserves. What is more, the government of Guinea has adopted an economic strategy for the
period 2016-22, with the aim of unlocking broad-based and inclusive growth, anchored on
investments in electricity, roads, and agriculture (ECOWAS Annual Report, 2016).
MALI: Mali’s economy has over the years, seen a persistent growth at a robust pace, on
the back of the regional central bank’s (BCEAO) accommodative policy and public capital
spending. The country has also witnessed a significant decrease in inflation and was expected to
decline to 0.5 percent by the end of December, 2016. The authorities have also embarked on
structural reform programs aimed at providing a temporary loosening of the fiscal stance to
accommodate higher public investment as well as peace-related and security needs.
Notwithstanding the significant increase in public investment during the first half of 2016, the
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country’s fiscal deficit continued to fall short of the projected target. One challenge that
confronts the government in its reform agenda is the slower implementation of reforms that are
geared towards promoting good governance and legislation to fight against corruption and
unlawful enrichment. Some of the structural reforms undertaken by government comprise
revenue mobilization programs, strengthening Public Financial Management (PFM), measures to
promote sustainable long-run economic growth, and poverty reduction strategies. Others include
measures to address financial sector weakness, strengthening the balance sheet of the
restructured housing bank, reforming the microfinance sector, and strengthening anti-money
laundering institutions to combat the financing of terrorism (ECOWAS Annual Report, 2016).
NIGER: The economy of Niger has been bedeviled with issues of insecurity, commodity
price shocks, high rate of unemployment, and abject poverty in recent decades. Despite these
challenges, Niger’s economy has, all the same, witnessed some modest growth, although at a
snail pace. This downturn reflects slower activity in both agricultural and natural resource
sectors. In spite of this, inflation remains under control, perhaps as a result of a good harvest and
the role of government’s food programs to stabilize prices. However, the government of Niger
was unable to meet its fiscal targets in 2015 due to shortfalls in resource revenue and external
financing, as well as a surge in capital spending. Weaknesses in budget execution and the lack of
oversight over expenditure chain led to government’s continued overruns in spending. To ensure
fiscal sustainability and be able to contain accumulation of new arrears, the authorities have
instituted a number of measures to boost revenue mobilization and enhance expenditure control
to ensure that spending is within available resources (ECOWAS Annual Report, 2016).
NIGERIA: The economy of Nigeria is undoubtedly one of the largest economies in the
sub-region and has been facing difficult times in recent times relative to issues of security,
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unemployment and poverty. The oil sector, which accounts for only 10 percent of GDP plays a
leading role in the economy, while the other non-oil sector which accounts for 90 percent of
GDP contributes relatively less to the economy. What is more, lower oil prices in 2015 adversely
affected the fiscal and external accounts of government thereby doubling the overall government
deficit to about 3.7 percent of GDP. The introduction of exchange restrictions by the Central
Bank of Nigeria (CBN) to protect reserves have negatively impacted the private sector, whose
operations depend on the supply of foreign currencies. In addition, fuel shortages during the first
half of 2015, and lower investor confidence substantially lowered growth from 6.3 percent in
2014 to about 2.7 percent in 2015. By the second half of 2016, the economy of Nigeria was
officially pronounced to be falling into a recession. Given the uncertainties in global economic
outlook and volatilities in oil prices at the time, recovery in economic activity was projected to
be modest in the medium term. To put the economy back on track, the government saw the need
to adjust macroeconomic factors and pursue a coherent package of policies to ensure fiscal
sustainability, reduce external imbalances, and advance structural reforms to promote inclusive
growth (ECOWAS Annual Report, 2016).
SENEGAL: Senegal’s economy has in recent years experienced strong macroeconomic
performance with growth rising from 4.5 percent in 2014 to 6.5 percent 2015 and 2016. The
government also kept inflation under control and as such set a fiscal deficit target of 4.2 percent
of GDP for 2016. In order to raise growth rates to 7 to 8 percent over the 20-year period in
accordance with “Plan Senegal Emergent”, authorities have taken steadfast action to mitigate
patronage and rent-seeking that will create economic space to for small and medium enterprises
(SMEs) and foreign direct investments. Other reforms undertaken by government include the
cancellation of Senegal Airlines’ flying rights, closure of five public agencies, improvement of
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the business environment, promotion of agricultural development, and a reform in university
scholarships. More so, subsidies in energy sector were removed in 2016 budget as part of the
ongoing reforms to increase energy generation and lower costs. To ensure sustainable and
inclusive growth, measures have been put in place by the authorities to rebalance public
expenditure in order to invest in human capital and public infrastructure as well as cutting down
tax expenditures and wage bill (ECOWAS Annual Report, 2016).
SIERRA LEONE: The economy of Sierra Leone suffered two major exogenous shocks
namely Ebola and the Collapse of iron ore prices and the accompanied loss of production in
2014-2015. Despite these exogenous shocks, Sierra Leone’s economy proved very robust,
making its economic reforms generally successful in recent times. In addition, the sound
macroeconomic policies implemented by the government, as well as the overwhelming support
from development partners in support of the implementation of Post-Ebola Strategy played
pivotal roles in ensuring fiscal and external sustainability. The successful take-off of this strategy
boosted economic growth, coupled with new investments in agriculture, mining, and fisheries.
The ongoing recovery is expected to maintain upward trajectory and remain sustainable over the
medium term. Reforms such as revenue mobilization and administration strategies, expenditure
control and public finance management have been identified as reasons for the fiscal
sustainability under the programs (ECOWAS Annual Report, 2016).
TOGO: Togo’s economy has maintained strong growth in recent years, averaging 5.4
percent in 2013-14, supported by productivity gains in the agricultural sector and public
investment in transport infrastructure. What laid the foundation for higher growth was the fast
pace of public investment but also contributed to the rise in public debt and current account
deficit. Growth in output was projected to remain sustainable in the medium term with the
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average growth rate to be around 5.5 percent in 2015-18, on the back of agricultural production,
transport services connected to international trade. What is more, the impacts of investments on
transportation infrastructure is however, expected to facilitate private sector activity. To ensure
debt and external sustainability to create space for social spending, government has placed
emphasis on maintaining fiscal balance, controlling recurrent spending, removing fuel subsidies,
promoting the efficiency of public investment as well as enhancing public finance and debt
management (ECOWAS Annual Report, 2016).

ECOWAS PRIORITY PROJECTS FOR PROMOTION OF TRADE AND REGIONAL
INTEGRATION:
Several regional priority projects have been earmarked and are being undertaken by the
regional body to enhance regional trade and integration. These projects were selected and
presented for funding at a roundtable which took place in March 2017. These are:
1) The three-lane dual carriage Lagos-Dakar highway
2) Cotonou-Niamey-Ouaga-Dori-Abidjan railway loop and the Ouangolodougou-Bamako
railway section
3) Creation of a sea transport company “sealink”
4) Interconnection of 225kv and 330kv electric power grids in West Africa (Nigeria-NigerBenin-Burkina; Ghana-Burkina Faso-Mali-Guinea)
5) Solar and wind power plants in ECOWAS Member States
6) Implementation of the Regional Offensive for Sustainable Rice Production in West
Africa (with a component on boreholes for agricultural and food use)
7) Construction of 6 specialized referral hospitals and an ECOWAS Centre for disease
control (ECOWAS CRSCM), (ECOWAS Annual Report, 2016).
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These regional projects are considered strategic to yield considerable benefit for regional
integration and promotion of free trade among member states.
THE ROLE OF ECOWAS IN TRADE LIBERALIZATION IN THE MEMBER STATES
The Economic Community of West African States (ECOWAS), which constitutes 16
West African States, was set up in 1975 with the ultimate aim of fostering an economic
community. Although, the treaty that saw the birth of ECOWAS was signed in May, 1975, the
trade liberalization scheme of the community actually began in 1990. Between 1977 and 1990,
the community was busily engaged in t establishing institutions considered very essential for the
success of its mandates. Thus, the history and the contribution of ECOWAS falls into two
phases: the first phase was up to 1991, and the second phase was the period of the revised treaty
starting in 1992 (Jebuni, 1997).
ECOWAS PHASE 1:
In the first phase of ECOWAS, it was argued that the community was confronted with the
fundamental problem of a domestic policy framework of the member states which contradicted
the ideals of integration or trade liberalization, aggravated by weak domestic governance base
and a legalistic approach to regional integration. In assessing the role of ECOWAS relative to
trade integration, two efforts at examining the effects of ECOWAS on intraregional trade can be
identified. (Jebuni, 1997).
The first effort has to do with trade ratios – the share of intraregional trade in terms of
total trade flows, while the second effort is based on the gravity model. The results from these
two approaches revealed that intraregional trade flows was insignificant and therefore, had not
led to any significant changes over the years. For instance, examining the trade ratios method,
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Ariyo and Raheem (1991), Langhammer and Hiemenz (1991), de Melo, Montenegero, and
Panagariya (1992), Torre and Kelly (1992), concluded that the regional efforts have not
significantly impacted intraregional trade flows. Thus, trade flows are defined to include exports,
imports, and or the summation of both exports and imports. Regardless of the definition used by
various researchers, the main conclusion was that the share of intraregional trade flows in total
trade among ECOWAS member states was very little and can best be described as stagnant
(Jebuni, 1997). Table 1 reports intra-ECOWAS trade for member states and it suggests, for
instance, that from the level of 4.2 percent in 1975, the intra-ECOWAS trade as a percentage of
ECOWAS exports initially dropped and then later, rose gradually, peaking within the period
1988-89. This rise in intra-ECOWAS trade was attributed to the fall in oil prices for the period
1980-90, leading to a decline in the Nigerian and ECOWAS dollar exports to the world by 47
and 35 percent, respectively. Coincidentally, this period of increase also marked the adoption of
Structural adjustment programs by West African countries (Foroutan, 1992).
Table 1. Share of Intra-ECOWAS Exports, (1979-1990, outlook before Phase 2).
YEAR

PERCENT (%)

1970

3.0

1975

4.2

1980

3.5

1985

5.3

1986

6.7

1987

6.4

1988

7.8
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1989

7.8

1990

6.0

Source: Torre & Kelly (1992).
On the other hand, a number of studies also tried to estimate the effect of ECOWAS on
intra-ECOWAS trade using gravity models. Using trade ratios to measure the share of intra-subSaharan exports of sub-Saharan Africa to total exports of the region, Foroutan and Prichet (1993)
found that intra-sub-Saharan trade flows are very small. A gravity model was then employed to
juxtapose actual trade with what the gravity model would forecast. The estimate in the case of
ECOWAS suggests that, the preferential trade arrangements such as ECOWAS has not
significantly impacted intra-ECOWAS trade.
Ogunkola (1994), equally applied the gravity model to ascertain the impacts of
ECOWAS and to also determine trade potential in the sub-region. In doing so, he employed two
time periods namely average trade flows for 1970-72, the pre-integration period, on one hand,
and average trade flows for 1978-80, the post-integration period, on the other hand. Juxtaposing
the estimates of the dummy for ECOWAS in the two periods, he concluded that the effects of
ECOWAS on intra-ECOWAS trade must be very little. At the end of the phase 1 of ECOWAS, it
was discovered that most of the ECOWAS protocols were not implemented. Thus,
notwithstanding the long-run potential for increased intraregional trade, the presence of
ECOWAS did not appear to have yielded any significant increase in intraregional trade. The
failure of ECOWAS can be attributed to a number of factors such as domestic economic policies,
and over-dependence on trade taxes.
In terms of domestic economic policy framework, all the member states were busily
pursuing state-led import-substitution industrialization strategies at the time they were signing
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the treaty, and even continued to do so after they had signed the treaty. Thus, in order to
promote the ideals of ECOWAS, it requires increasing exports of essentially nontraditional
exports, and lowering of tariffs. Contrary to this, the domestic policy strategy adopted by all
member states required higher tariffs and discouraged exports. These developments led to the
non implementation of the treaty and the ineffectiveness of ECOWAS in increasing intraregional
trade.
The other obstacle to the realization of ECOWAS protocol and treaty is the absolute
dependence of various governments on taxes on international transactions and this persistently
works against the progress of sub-regional integration (Ariyo, 1992). What is more, some of the
member countries continue to rely on taxes on international transactions which constitute almost
more than 30 percent of government revenue. Table 2 shows instances of the ratio of taxes on
international trade and transactions to total government revenue for the period 1975 – 95.
Table 2. Tax Trade as a percentage of government revenue (for the period 1975-95).
Country

1975-1979

1980-1985

1985-1989

1991-1995

Benin

51.3

-

-

-

Burkina Faso

49.4

38.8

32.1

-

Cape Verde

-

-

-

-

Cote d’Ivoire

-

35.6

33.0

-

Gambia, The

63.5

67.8

66.4

42.4

Ghana

45.8

36.5

39.8

31.2

Guinea

47.5

32.8

15.7

46.1

Guinea Bissau

-

35.2

33.9

-
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Liberia

32.6

31.1

29.6

-

Mali

27.2

19.9

23.3

-

Mauritania

26.7

39.4

34.6

-

Niger

32.3

-

-

-

Nigeria

16.6

15.5

11.6

-

Senegal

44.5

36.2

31.3

-

Sierra Leone

46.3

42.3

40.0

37.7

Togo

33.2

30.4

32.1

-

Source: Jebuni, (1997).
From Table 2, the period between 1975 and 1979 witnessed heavy dependence on trade
taxes ranging from 16.6 percent of total government revenues in Nigeria to about 63 percent in
The Gambia. The incessant fear of loss of tax revenues had been fingered as being the major
setback to the success of the ECOWAS intra-regional trade agenda.
ECOWAS PHASE 2: After 1992
The circumstances that militated against the success of ECOWAS treaty and protocol
under phase 1 started to change as a result of concerted efforts by the leadership of ECOWAS to
turn things around. Specifically, ECOWAS treaty was reviewed and subsequently revised to
provide opportunity for reconditioning the dying ECOWAS. This new treaty was distinct in the
sense that it moved away from mere statement of intention to redefining workable strategies and
applying appropriate sanctions where necessary. The new timetable of the Community indicates
that within the period of 10 years, thus, by January 1, 2000, starting from January 1 1990, a
Customs union would be established in all member states of ECOWAS. Key on the agenda
toward the success of trade integration was the renewed energy to pursue unilateral trade
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liberalization, reduction in the overvalued local currencies of member states, and greater efforts
towards promoting exports. Table 3 below showcases exchange rate depreciation for most
English-speaking ECOWAS countries notably Ghana, The Gambia, Sierra Leone and Nigeria.
More so, French-speaking countries equally devalued the CFA franc in 1994 and this altered
situations for the betterment of ECOWAS.
Table 3. Index of Real Exchange Rates of ECOWAS member states: after phase 1
(National currency in terms of US dollars)
Country 1985

1986

1987

1988

1989

1990

1991

1992

Benin

-

-

-

-

-

-

-

-

Burkina

100

85

75

84

85

78

-

-

100

78

67

-

-

-

-

-

100

77

65

71

-

-

-

-

133

96

92

112

93

103

92

Faso
Cape
Verde
Cote
d’Ivoire
Gambia, 100
The
Ghana

100

117

168

174

192

165

-

-

Liberia

100

93

91

87

83

-

-

-

Mali

100

-

-

76

77

70

70

-

Niger

100

86

78

63

96

89

98

-

Nigeria

100

305

351

305

304

345

335

-
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Senegal

100

78

69

83

83

76

78

-

Sierra

100

367

87

116

125

178

20

140

100

80

68

80

81

73

-

-

Leone
Togo

Source: Jebuni (1997); calculated from IMF, International Financial Statistics (1992).
As a consequence, the inclusion of trade liberalization policies in most SAPs for member
states led to a substantial reduction of tariffs and non-tariff barriers (NTBs) to international trade.
These policy initiatives and interventions had great impacts in terms of reducing the levels of
trade barriers among the member states of ECOWAS than the ECOWAS protocols. In addition,
the intraregional trade was overwhelmingly acceptable, reducing costs of doing business, and
promoting economic growth and expansion of exports. What is more, the expansion of exports
together with unilateral trade liberalization has increased intra-ECOWAS trade without
necessarily causing considerable trade diversion (Jebuni, 1997).

In brief, globalization affects economies of the world in diverse ways, and it can have
both positive and negative impacts on employment generation. To the best of my knowledge, not
much has been done in connection with the empirical research into the probable effects of
globalization on employment generation in the context of Africa, let alone in the ECOWAS. This
study is intended to fill this gap. Besides, this paper is considered important because the
challenges of globalization and its economic impacts on the level of employment in the
ECOWAS enclave can be multifarious. The purpose of this report therefore, is to investigate the
effects of economic globalization on employment in the ECOWAS sub-region. The rest of the
study is organized as follows: Chapter 2 reviews both theoretical and empirical literature on the
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subject. In chapter 3, the methodology and the empirical models are formulated while data
analysis and interpretations are carried out in chapter 4. Chapter 5 provides conclusion as well as
recommendations for policy making.
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2. LITERATURE REVIEW:
The term globalization catches the attention of every economist and especially economic
development experts and researchers all over the world in the last few decades. It is observed
that globalization is spreading at a quicker pace than before 1990 and has posed both fortunes
and challenges to virtually all countries of the world (Dreher et al., 2008). Changes in economic
policies that create an enabling atmosphere for deeper integrated global communities have had a
tremendous impact not only on employment generation and allocation of jobs in developing
countries but also on communication and transportation and how swiftly business transactions
are performed. Many theoretical models of international trade namely Bhagwati & Srinivasan
(1995) and Stern (2003) have predicted that globalization has the tendency of reducing labor
standards, justifying the race-to-the-bottom view. In Brown (2000), international trade eliminates
transfer of extra cost of production to the consumer through price, who may have the alternative
of patronizing relatively cheaper imported products.
RELATIONSHIP BETWEEN GLOBALIZATION AND TRADE THEORY:
COMPARATIVE STATICS.
In the attempt to apply trade theory to globalization and employment, many researchers
and analysts consider globalization simply as an increase in exports and imports as a result of
liberalizing trade regimes. This simple definition enables analysts to utilize standard trade
theories to estimate the effect of greater trade on labor intensity of production in the context of
comparative statics. Key among these trade theories is the canonical Heckscher-Ohlin (H-O)
model, which involves two factors of production namely capital and labor, operating under the
assumptions of perfect competition markets with homogenous production functions using
available technologies across borders. According to H-O model, an increase in international trade
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causes an increase in demand for labor-intensive products in poor and labor-abundant countries.
This is usually considered to imply that H-O is able to predict growth in employment in
developing economies; but this may not be entirely accurate in theory. Theoretically, this
assumption does not hold in the sense that in H-O model, there is the assumption of full
employment, and that all markets clear in equilibrium. Therefore, an increase in trade can only
lead to inter-sectoral shift toward labor-intensive activities and wage rise, but not necessarily
boost employment.
Nevertheless, some researchers have interpreted H-O model to reflect unemployment and
rigidities of labor market. For example, Ghose (2000) finds that a rise in manufactured trade
between developed (or labor-scarce economies) and developing (or labor-abundant economies)
will cause an increase in employment in developing countries. This prediction however, may not
be true for trade in primary goods which are invariably capital intensive; neither will it hold in
terms of South-south trade since the outcome is contingent on relative factor endowment among
trading partners. The H-O theorem also states that each nation should export a particular good
which uses her abundant factor intensively. Therefore, an increase in trade should lead to a rise
in employment of surplus labor in the labor abundant countries culminating in greater
employment and increase in labor income. It is however, not possible to make easy conclusions
from economic theory. For instance, Dasgupta & Singh (2007) concluded that while a rise in
exports is bound to create more employment both direct and indirect through fostering demand
induced growth, an increase in imports can as well dislocate industries that enjoy protection and
therefore, causes their ultimate closure thereby negatively affecting employment generation.
More so, the impact of foreign direct investment on employment cannot be determined
outright. Thus, a rise in FDI and investment particularly in Greenfield areas may give rise to
33

direct and indirect increase in employment and labor income in the developing economies. Thus,
an increase in demand for inputs would lead to an increase in employment in industries that
supply inputs and the rise in consumption would eventually stimulate aggregate demand to
increase, holding other things the same. However, there is the likelihood of a negative
employment impact to the effect that new industries would cause folding up of local firms that
are not competitive and have enjoyed protections with archaic technologies. This contraction is
as a result of the need to carry out increased capitalization with the view to boosting total factor
productivity and competition and this invariably grinds down the impacts that the new
investment is likely to have on employment generation.
As in Lee and Vivarelli (2006), imports and foreign direct investment have the potential
of creating a crowding out effect on domestic production of indigenous firms, particularly when
FDI comes in the form of mergers and acquisition (M&A). Thus, it is very difficult to ascertain
theoretically the effects of increasing trade on employment in developing countries as this is
largely dependent on the interaction between productivity growth and output growth both in the
traded and non-traded goods. Findings in recent literature have contradicted the predictions of HO model. For instance, it is argued that H-O is built on the assumption of a homogenous
production function but this does not hold in the real world situation. According to Lee and
Vivarelli (2006), there is a possibility of multiple equilibria or differentiations in employment
trajectories when the assumption of homogenous production function of the H-O theorem is
relaxed. They concluded that the impacts of FDI and trade are specific to country and sector and
therefore, H-O predictions fail to hold in generic context.
Speizia (2004) found that an increase in volume of trade actually caused an increase in
employment in 21 out of 39 countries investigated. The author however, discovered in the case
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of remaining 18 countries that an increased integration ultimately caused a decrease in
employment contrary to the predictions of H-O model. The final conclusion is that the impact of
globalization on employment and income differs from country to country.
Another theorem that also deals with the impact of globalization on income inequality
within a country is the Stolper - Samuelson (S-S) theorem. This theorem states that free trade
would work towards reduction of wage and income inequality gap among trading partners.
Among its key predictions is the fact that both trade and FDI would capitalize on the surplus
labor in developing countries and thus, raise the demand for unskilled labor and hence increase
their wages. The overall effect is that the reduction in income inequality gap between skilled and
unskilled labor would be bridged.
However, the predictions of S-S theorem have in recent times been critiqued for failing to
live up to reality. For instance, Davis (1996) argued that the S-S theorem is only applicable
within the context of a group of countries that are characterized by similar factor endowments as
well as have homogenous production functions and as such, supply the same range of goods but
not across all countries. Thus, a country may have abundant supply of labor in generic sense but
could also be abundant in capital and skilled labor relative to another country. For instance, the
equalization effect of Canada’s trade with the US could be more than offset due to the perverse
distributional impacts of its trade with China.
Another criticism of against S-S theorem is by Zhu & Trefler (2001). They argued that
an activity that may be regarded as low-skilled in say, a developed country can otherwise
become a high-skilled activity in a developing country. For instance, plants & machinery that
may be considered low-skilled in the US could become a high-skilled in Ghana, and therefore,
relocating these plants to Ghana could cause income inequality to increase in both countries.
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More so, Lee & Vivarelli (2004) also criticized and found that trade and FDI are characterized
by technological bias. Thus, developing economies normally import capital to update their
technologies in order to become more competitive. In addition, FDI is usually considered as
more skill intensive relative to those used in the host country before the FDI took place. The
resultant effect is that trade through technology actually contradicts the predictions of S-S
theorem. Thus, instead of attaining a reduction in the income inequality gap as predicted by S-S
theorem, there is rather an increase in wage gap and income inequality. According to Stiglitz
(2002), market-oriented policy reforms namely privatization and liberalization of the domestic
labor market done especially in developing countries as a result of globalization have caused
increases in income inequality contrary to the predictions of S-S theorem.
By theory, globalization is noted as a vehicle for promoting economic growth in
developing economies with the eventual effect of reducing poverty. Dollar and Kray (2001) for
instance, indicated that “trade is good for growth, growth is good for the poor and so trade is
good for the poor”. Empirical evidence in the literature relative to developing countries confirms
this theoretical proposition to the effect that the incidence of poverty has significantly declined in
some fast growing countries namely India, China and Vietnam. On the contrary, there has been a
growing incidence of abject poverty after the emergence of globalization in some slow growing
economies such as Sub-Saharan Africa and more importantly, countries in the ECOWAS subregion. However, the above findings have been disputed by some analysts. They have argued
that the reduction of poverty in China happened as a result of its exceptional growth and
therefore, cannot form the basis for generalization. Milanovic (2002) in furtherance to this
argument indicated that absolute poverty continues to be on the rise in both Sub-Saharan Africa
and in some other emerging economies that have experienced relative growth.
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Trade theories have also made predictions about globalization and employment in the
context of developed countries. A case in point is the predictions of H-O theorem which suggests
that all trading partners benefit from trade. These predictions however, are being disputed by
some trade economists in developed economies. This is because globalization which has led to a
huge expansion in trade and capital flows as well as an increased global production networks,
outsourcing and offshoring have negatively impacted employment and wages for both low
skilled labor and high skilled labor in the western world. During the dawn of globalization, there
has been a remarkable rise in the labor force that participate actively in the fast growing trade
activities and global production networks in the context of developed and developing economies
alike. As such, estimates available indicate that global labor force has increased twofold since the
start of 1990s by virtue of the arrival of Brazil, Russia, India and China South Africa (BRICS) in
the global production system (Bhalla, 2008).
In addition, it is estimated that about 90 percent labor constituting the world trade
nowadays is low skilled and or unskilled (Akyuz, 2004). It is important to note that trade theory
does not warrant clear cut conclusions to be drawn in regards to employment as soon as the rigid
and unrealistic H-O model is discarded. In contrast to the predictions of the theoretical models as
to the relationship between globalization and employment as stated above, existing empirical
evidence appears to be scarce and also provides divergent results. An empirical review of
experiences of some countries in terms of output and employment is carried out as follows.
Baldwin (1995) undertook a comprehensive study about the effect of trade liberalization
on employment in OECD nations. Two main conclusions were reached in this survey. First, the
author found no significant effects of changes in exports and imports on net employment in
OECD countries. Second, it was found that changes in trade volumes had a significant negative
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impact in industries that are considered labor-intensive namely clothing, textiles, timber,
furniture and leather. Kruger (1983) carried out the study on the connection between trade
policies and employment in 10 industrialized economies. The author concluded that a shift
towards a more neutralized trade policy will stimulate more labor-intensive production.
However, Harrison and Hanson (1999) in their critique of Kruger’s work observed that the
author did no direct measurement in his work. Thus, the study only hypothesized that trade
reform would increase employment once production moves towards more labor-intensive
tradable goods.
Rama (1994), applied four digit manufacturing data of Uruguay to estimate the effect of
trade liberalization on employment. The findings revealed that a 10 percent decrease in rate of
protection actually caused a 0.4 to 0.5 percent decline in employment in the same year. However,
Ravenga (1994), adopted plant level data in the case of Mexico to determine the effect of
reduction in tariff and quota coverage on firm-level employment. The author found no significant
effect of tariff reduction on employment. Thus, a decrease in quota coverage from 90 percent to
10 percent caused about 2 to 3 percentage point decrease in employment.
In the context of Asian countries, globalization and employment are positively related
unlike the case of most African countries, where the outcome is not quite straightforward. Rodrik
(1999) observed that trade liberalization may cause indigenous firms to seek relief from the
expensive labor standards by means of less labor. What is more, labor in a globalizing poor
economy is bound to witness volatilities in price, wages and employment. He proposed that
governments of these countries must undertake risk-mitigating role for labor either by adopting
expenditure-reduction strategies. They may equally act as employers of last resort in absorbing
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surplus labor in times of high unemployment by virtue of economic adjustment to produce
resources re-adjustment in the face of globalization and competitive pressures.
More recent studies have also made some revelations about how globalization has impacted
employment generation and other labor market outcomes. Rama (2003), employing annual data
estimated the effect of trade openness on wages. Adopting different measures of openness namely
the ratio of trade to GDP; the ratio of FDI to GDP; non-tariff barriers (NTBs); effectiveness of
openness policy as indicated by revenues from tariffs; absence of marketing boards; low-black
market foreign exchange premium; and low level of central planning concluded that trade and
trade policies have an adverse and statistically significant effect on wages and employment. Sen
(2004), using both industry-level and firm-level data examined the effects of globalization on
employment and labor earnings in the Kenyan manufacturing sector. The author’s industry-level
analysis revealed that international trade had a negative impact on manufacturing employment in
the 1990s. On Sen’s firm-level analysis, the author found that less skilled workers experienced
losses in earnings and therefore, the inequality in earnings between skilled and unskilled workers
increased during this period. The author’s overall conclusion is that globalization has been linked
to adverse labor market outcomes in Kenya.
Kletzer (2004) reviewed some papers that provide a comprehensive and thorough
description of trade-displaced workers in the United States for the period 1979 to 1999. The author
found that manufacturing industries were actually high import-competing and as such
characterized by a high volume of import share above 13 percent. The author therefore, concluded
that the substantial rise in the imports of the United States gave way to trade-related job losses.
Aryeetey (2006), analyzed the slow growth of formal employment in Ghana for two decades. The
author observed that employment rose from 208,000 in 1981 to 464,000 in 1985 and subsequently
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decreased consistently to 186,300 in 1991. However, his empirical analysis found that
globalization, using degree of openness of the economy as a proxy, positively influenced
employment in Ghana for the period under investigation. Hines & Wright (1998), Orbeta (2002),
Olayinka (2006), Tavera (2007), and Patterson & Okafor (2006), all using similar regression
approach in examining the effect of globalization on employment arrived at different findings. For
instance, Patterson & Okafor (2006) found that, a higher propensity towards openness of the
economy, being a proxy for globalization, negatively impacted aggregate demand for labor in
Nigeria, while Olayinka (2006) rather found a positive effect of globalization on creation of
employment in Nigeria. Tavera (2007), on his part analyzed the role of foreign direct investment
(as a proxy for globalization) in generating employment using a panel of 10 sub-sectors of
manufacturing sector of Peru from 1980 to 2003. His conclusion was that FDI positively
influenced employment, although marginal in the manufacturing sector of Peru.
Ayenagbo et al. (2012) studied the progressive position of Africa in the global economy
and highlighted key sustainable approaches which African countries can adopt as economic
development priorities as it fits into a globalized economy. Using KOF Globalization index on
African countries, the authors observed that losses could be more for African countries or less
depending upon the approaches adopted. They suggested that policies of African governments be
designed systematically in order to achieve an equilibrium between their present low economic
status, highly polarized political problems and the pressures to fit into and catch up with the
inevitable globalization trends. While some of the papers agree with one another, others disagree
in terms of methodology, dates and time periods. For instance, the findings of Yasmin and Khan
(2005); Malik et al (2011); and Faridi & Chaudhry (2013), have established that there is a direct
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impact of globalization on employment generation and therefore, globalization must be enhanced
in order to boost job creation in Pakistan.
On the contrary, the works of Caneiro and Arbache (2002), Nurmi (2004), Eddy Lee
(2005), Rizvi and Nishat (2009), and Fatima (2010) showed a negative relationship between
globalization and employment generation in Pakistan, India and China. Malik et al (2011), in their
work, also concluded that trade openness, social and political dimensions of globalization
negatively affect the employment creation in Pakistan due to some external and internal
imbalances. In addition, these papers were done at different time periods, dates and as such
employed different econometric techniques. For instance, while Nurmi (2004), Lee (2005), and
Rizvi and Nishat (2009) used dynamic panel data approach with different cases, others have
employed time series such as co-integration econometric techniques. In the context of Africa, some
efforts have been made to examine the effect of globalization on employment.
However, few empirical studies such as Aryeetey (2006), Patterson & Okafor (2006), and
Sen (2004), on the impact of globalization on employment were analyzed from the wider economic
perspective with different results. Virtually all of these studies used the traditional proxies of
globalization such as foreign direct investment and openness instead of a more accurate KOF
Globalization Index. This index was introduced by Dreher (2006) and updated in 2008 by Dreher
et al. (2008) to accurately measure globalization from economic, social, political and cultural
dimensions among others. Though the study by Ayenagbo et al. (2012) centered on globalization
using the KOF Globalization Index, their focus was on key sustainable approaches which African
countries could adopt as economic development priorities within the globalized economy.
Furthermore, of all the previous studies done on globalization and employment, none of
them was on ECOWAS. This study is therefore, being done in an attempt to fill the existing gap
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in knowledge in respect of the effect of economic globalization on employment in ECOWAS,
using KOF Globalization Index other than relying on the traditional FDI and Openness as proxies
for globalization. In addition to contributing to existing literature, this study would offer recent
empirical discourse to the various dimensions of globalization such as economic and political and
ascertain how these dimensions influence employment situation in the ECOWAS region.
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3.0. METHODOLOGY:
3.1. Model
This section describes the theoretical framework that underpins this study and also shows
how the model is specified for the empirical study. It also captures sources of data, variables of
interest, and estimation approaches. The methodological approach adopted stems from the works
of Orbeta (2002), Aryeetey et al. (2004), and Ogunrinola & Osabuohien (2010), who in their
works used labor demand function. For instance, Aryeetey et al. (2004) estimated a labor
demand equation using aggregate data from 1964 -1990. They estimated the model as follows:
𝑳𝒕 = 𝒂𝟏 + 𝒂𝟐 𝑾𝒕 + 𝒂𝟑 𝒀𝒕 + 𝒂𝟒 𝑿𝒕 , where L represents total employment; W is the real minimum
wage; Y is the real GDP; and X is the level of openness to other countries. The level of openness
was captured with Trade Intensity ratio (Export + Import) / GDP.
Similarly, Orbeta (2002) estimated the traditional labor demand function but with shifters
to test whether trade increases the employment propensity as follows: 𝑬𝒕 = 𝒇 𝑸𝒕 , 𝑾𝒕 , 𝒓𝒕 , 𝒁𝒕 ) ,
where 𝐸 is employment, 𝑄 is real output, 𝑊 is real wage rate, 𝑟 is real user cost of capital, and
𝑍 is the shifters. In addition, Ogunrinola & Osabuohien (2010) used similar model to estimate
the impacts of globalization on employment in the manufacturing sector of Nigeria. They
expressed their model as follows: 𝑬𝑴𝑷𝑴𝒕 = 𝒂𝟎 + 𝒂𝟏 𝑹𝑾𝑮𝒊𝒕 + 𝒂𝟐 𝑹𝑪𝑵𝒊𝒕 + 𝒂𝟑 𝑹𝑶𝑴𝑷𝒊𝒕 + 𝒂𝟒 𝒁𝒊𝒕
+ 𝑼𝒊𝒕 , where EMPM is the employment level; RWG is real wage rate; RCK is the prime lending
rate; ROMP is the real output of the manufacturing sector; while Z is the measure of openness.
However, the theoretical construct of the model is rooted in the Heckscher-Ohlin-StolperSamuelson (HOSS) framework. Wood (1996) based on H-O theory explains the two effects of
trade such as the sectoral effects and factor effects. According to H-O theory, the sectoral effects
lead to expansion of production of the abundant-factor-intensive goods and therefore, cause the
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production of scarce-factor-intensive goods to shrink. On the other hand, the factor effects is
actually based on Stolper-Samuelson model which states that increased trade flow would cause
an increase in the use of relatively abundant factor at the expense of the relatively scarce factor.
Thus, the factor effects increase the demand for and the price of abundant factors, and decrease
the demand for and the price of scarce factors. This study therefore models the effect of
globalization on employment, using the factor effects. Assume there are changes in production
structure in favor of international trade, thus, more exports, technological transfer among others,
the question is, will there be a shift in demand for labor? Consequently, the approach adopted in
this study tests the hypothesis that globalization negatively impacts employment generation in
the ECOWAS member states.
For this study, I intend to adopt a model used by Ogunrinola & Osabuohien (2010) whose
work is similar to mine but on the Nigeria’s manufacturing sector, from 1990-2006. In doing so,
a Hausman test will be carried out to determine whether random effects or fixed effects model
would be appropriate for the regression analysis. The models for this study appear in the forms
as follows:
𝒍𝒏𝒆𝒎𝒑𝒍𝒊𝒕 = 𝜶 +𝜷𝟏 𝒍𝒏𝒆𝒄𝒈𝒍𝒊𝒕 +𝜷𝟐 𝒍𝒏𝒑𝒐𝒈𝒍𝒊𝒕 +𝜷𝟑 𝒍𝒏𝒑𝒐𝒑𝒍𝒊𝒕 +𝜷𝟒 𝒊𝒏𝒇𝒊𝒕 +𝜷𝟓 𝒊𝒏𝒇𝒓𝒂𝒊𝒕 + 𝒆𝒊𝒕 (1)
Where lnempl = log of employment; lnecgl = log of economic globalization index; lnpogl = log
of political globalization index; lnpopl = log of population; inf = inflation rate; and infra =
infrastructure; e = error term; it = individual units of observations in a particular time period.
The second model is also regressed as follows:

𝒍𝒏𝒆𝒎𝒑𝒍𝒊𝒕 = 𝜶 +𝜷𝟏 𝒕𝒐𝒑𝒆𝒏𝒊𝒕 +𝜷𝟐 𝒇𝒅𝒊𝒊𝒕 +𝜷𝟑 𝒍𝒏𝒑𝒐𝒑𝒍𝒊𝒕 +𝜷𝟒 𝒊𝒏𝒇𝒊𝒕
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𝜷𝟓 𝒊𝒏𝒇𝒓𝒂𝒊𝒕 + 𝒆𝒊𝒕

(2)

Where topen = trade openness; fdi = foreign direct investments; and the rests are defined in
model (1) above.

The models (1) and (2) contain controlling variables such as population size, which
accounts for the size of the domestic market with a greater demand for labor in the domestic
economy; infrastructure; and inflation rate. Other key variables that are included in model (2) are
openness and foreign direct investment, which are traditionally used to measure economic
globalization. In model (1), the focal variables are economic globalization and political
globalization which are measured using KOF Globalization Index (Dreher et al.; 2008). The
motivation for including political globalization in the model is to figure out how politics
influences employment situation in the ECOWAS. 𝒆𝒊𝒕 , in models (1) and (2) denotes the error
term. In the final analysis, model (1) is compared with model (2) in an attempt to justify and
make a case for the superiority of the KOF Globalization Index over the traditional choices (FDI
and Openness as proxies) for measuring globalization.
3.2. Data
In order to interrogate the effects of economic globalization on employment, 13 out of 15
ECOWAS member countries were taken into account in doing this study. Within the purview of
empirical investigation and contingent on data availability, the annual datasets for the period
ranging from 1990 to 2017 were applied. The table 2 below briefly describes the variables, their
sources as well as the a priori expectations.
Table 4. Definition of Variables and Sources
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Variable

Description

A priori / Expected

Source

sign
EMPLOYMENT

Number of persons

Penn world table

Dependent var.

engaged (in millions)

2019

INFLATION

Inflation, GDP

Independent var.

deflator (Annual, %

+

World Bank

+

Penn world table

increase)
POPULATION

Population (in

Independent var.

millions)

ECGL

Economic

Independent var.

Globalization Index

POGL

Political

Independent var.

Globalization Index

TOPEN

Trade (% of GDP)

+

World Bank

FDI

Foreign Direct

+

World Bank

Independent var.

Investment
+

World Bank

2019
+

Switzerland Institute
of Economy (KOF)

+

Switzerland Institute
of Economy (KOF)

Independent var.

INFRASTRUCTURE Fixed Telephone
Independent var.

subscriptions (per
100 people)

Source: Author’s own computation.
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3.2.1 Employed Labor Force
For this study, I use the number of persons engaged (in millions) within the total
population from ages 15 and above. Thus, all people who supply labor for the production of
goods and services during a specified period. In this case, this study covers the period from 1990
to 2017 for ECOWAS member countries. This is a modeled ILO estimate extracted from the
International Labor Organization, ILOSTAT database and Penn world table. The employed labor
force is used as a proxy for employment and it represents the dependent variable in this study.
The included countries are: Benin, Burkina Faso, Cabo Verde, Cote d’Ivoire, Ghana, Guinea,
Guinea Bissau, Mali, Niger, Nigeria, Senegal, Sierra Leone, and Togo. However, the excluded
countries are: The Gambia and Liberia on the grounds of lack of complete observations for
employment data within the period under investigation.
3.2.2 Globalization: Economic and Political dimensions
Globalization in this study is measured by the annual KOF Globalization Index
developed by Dreher (2006), updated by Dreher et al. (2008), which serves as a measurement for
the degree of globalization from 1970 to 2017, on a scale of 0 to 100. This Index has other subindices covering a country’s economic, social, and political dimensions of globalization, and all
these dimensions contribute to the overall index of globalization.
Economic globalization involves the traditional aspects of international flows of goods
and services and foreign direct and portfolio investments, the absence of traditional barriers to
trade and capital flows as well as indicators of internationalization of a country’s labor force.
Thus, it measures restrictions on trade and capital using hidden import barriers, mean tariff rates,
taxes on international trade as a share of current revenue, and an index of capital controls. The

47

political globalization on the other hand, includes a country’s number of memberships in
international organizations, foreign embassies, and participations in UN peace keeping missions.
The social dimension of globalization captures the spread and exchange of ideas, values, images
as well as people. It also includes personal contacts, information flows and cultural proximity
(Dreher & Gaston, 2005). The index is widely used in recent studies namely Aidt & Gassebner
(2007), Torgler (2007), Gemmell, Kneller and Sanz (2008), and Lamo, Perez & Schuknecht
(2008). For the purpose of this study, two of the sub-indexes namely economic and political will
be used to ascertain their impacts on employment pattern in the ECOWAS sub-region.
3.2.3 Openness
The traditional trade theory has predicted gains from trade at the country level through
specialization, investment in innovation, productivity improvement, or a better resource allocation.
Thus, the role of trade policy in economic development has been a key debate in development
literature and its significant impacts on welfare cannot be underestimated. Ricardo’s theory
suggests that openness to trade abroad allows a country to channel its scarce resources to more
efficient sectors leading to creation of employment opportunities. In this study, openness is
measured by the sum of imports and exports as a share of GDP. This is a traditional indicator of
openness although, there are other alternative indicators. In the literature, openness is noted to be
one of the variables that influences employment generation in a country (Zahonogo, 2018).
3.2.4 Foreign Direct Investment
A foreign direct investment refers to an investment in the form of a controlling ownership
in a business in one country by an entity based in another country. It is thus, distinguished from a
foreign portfolio investment by a notion of direct control. There are a number of ways by which
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FDI is measured. In this study, the inflow of foreign direct investment as a percentage of GDP is
used. The inflow other than outflow is considered because multinational corporations tend to invest
in economies where the environment is congenial for businesses to thrive. These foreign inflows,
according to literature have significant effects on employment generation. It is sourced from World
Bank’s World Development Indicators database (World Bank, 2017).
3.2.5 Population
The population is based on its defacto definition, which counts all residents regardless of
legal status or citizenship. It is also noticed from the literature that population growth has a
tendency of influencing employment in a country, hence the need to control for it in this study.
Here, the study employs population in millions and it is obtained from Penn world table of 2019.
Fischer & Somogyi (2009) employed this variable in their study.
3.2.6. Inflation
Inflation variable has been widely used by many researchers in determining the impact of
globalization on employment in recent years. Inflation, GDP deflator (annual %) as measured by
the annual growth rate of the GDP implicit deflator shows the rate of price change in the
economy as a whole. The GDP implicit deflator is the ratio of GDP in current local currency to
GDP in constant local currency. Altiner et al. (2018) for instance, employed this variable in their
estimation.
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4. EMPIRICAL RESULTS AND ANALYSIS
This section generally embodies the results and analysis of the study and it includes the
hausman test that is performed during the study. This study begins the section with the descriptive
statistics of key variables employed in the study. The dataset ranges from 1990 to 2017 and
comprises a panel of 13 member countries of Economic Community of West African States
(ECOWAS). These include Benin, Burkina Faso, Cabo Verde, Cote d’Ivoire, Ghana, Guinea,
Guinea-Bissau, Mali, Niger, Nigeria, Senegal, Sierra Leone, and Togo. Liberia and The Gambia
were dropped from the final pool of member countries as a result of data limitations.
4.1. Table 5. Descriptive Statistics: 1990-2017, ECOWAS MEMBER COUNTRIES.
Variable

Observation

Mean

Standard

Minimum

Maximum

Deviation
EMPL

364

6.826366

11.45893

.1002973

65.15655

ECGL

364

39.42198

7.747418

23.2

58.6

POGL

364

59.6294

15.11413

17.6

86.6

TOPEN

364

61.24214

19.78523

20.72252

118.1023

FDI

364

2.700112

3.606404

-2.13816

32.30119

POPL

364

2.612487

.6640597

-.4440937

4.629681

INFRA

364

1.524746

3.108803

0

15.93937

INF

364

9.747592

16.68597

-29.17246

128.7617

YEAR

364

2003.5

1990

2017

1

13

COUNTRY1 364

7

8.088866
3.746808

Source: Author’s computation using data from World Bank database, Penn world table and KOF Globalization Index.
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The table above shows the descriptive statistics of the variables employed in this study. It
is found that the average number of persons employed amounted to 6.83 million people in the
ECOWAS member states with the standard deviation of 11.46, while the mean value of
economic globalization index is 39.42 with the standard deviation of 7.75. In addition, trade
openness and foreign direct investment have the mean values of 61.24 million in trade volume
and 2.70 million investment inflows with the standard deviations of 19.78 and 3.61, respectively.
Furthermore, the political globalization index increases by an average of 59.63 with a standard
deviation of 15.11, while population grows at an average of 2.61 with the standard deviation of
0.66. The rate of inflation is 9.75 on average with a variability of 16.69. The excerpts from the
table reveal that economic globalization, political globalization, trade openness, and employment
dynamics are quite volatile within the ECOWAS enclave for the period under review. These
dynamics necessitate the need to undertake this study and ascertain the impacts these variables
may have on ECOWAS member states.
In terms of employment, Nigeria recorded the highest employment values of 65.15
million people in 2017 and this development may be largely due to a deliberate policy drive by
the Nigerian government to create more jobs as a way to reduce high unemployment situation in
the country. However, Cape Verde had the lowest employment figures of 0.1002973 in 1990.
Factors that may be responsible for this at the time, according to Africa Development Bank
report (2012), were: the country’s vulnerability to natural disasters, scarce soil and subsoil
resources, recurrence of drought, fairly small market size that characterized its economy in the
early 90s. The population of the country might also influence employment situation in Nigeria
and Cape Verde.
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For economic globalization, Togo had the highest figure of 58.6 in 2011. What may be
attributable to this performance is its “free ports” policy. Since it gained independence from
France, Togo has been able to eliminate all forms of trade barriers and as such, open up its ports
to the rest of the world, making the economy of Togo more globalized relative to the rest of the
ECOWAS states. Strategically located between Ghana, Benin and Burkina Faso, Lomé the
capital city of Togo serves as a major transit point for international cargo going into those areas.
In 1968, the port became a free trade zone thus, opening up transit into the capital cities of
Accra, Ghana and Cotonou, Benin. On the other hand, Sierra Leone had recorded the lowest
value of 23.2 as it relates to globalization in 1997, probably as a result of the political upheavals
that engulfed the country during that period. Thus, between 1991 and 2002, Sierra Leone had
experienced a long period of civil war, making the country no-go zone for the external world in
terms of global business.
Politically, Nigeria was considered the most politically globalized economy in terms of
the number of foreign embassies and missions with the highest index of 86.6 in 2015, while Cape
Verde was the least politically globalized economy in the sub-region with the value of 17.6 in
1990. Again, Togo was more open in terms of trade in 2013 with the value of 118.1023 volume
of trade and this may be essentially due to its port becoming a free trade zone, serving as a transit
for most countries within the ECOWAS enclave. On the other hand, Nigeria was the least in
terms of its openness to trade with the lowest value of 20.72 in 2016. Around this period, Nigeria
government had introduced some harsh tax policies targeted at foreign firms leading to closure of
most of these foreign companies in the country.
In terms of foreign direct investment, Sierra Leone had recorded the highest value of
32.30 net inflows (percent of GDP) in 2011 while Niger had the lowest value of -2.138 net
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inflows as a percentage of GDP in 1993. This feat by Sierra Leonean government may be as a
result of the establishment of a Special Economic Zone (SEZ) on 50 acres near Freetown in 2011
by the government in conjunction with First Step, a subsidiary of U.S-based development
organization World Hope International. According to SEZ policy, businesses operating in this
zone shall benefit from tax holidays for a period of ten years, and can be renewed for another
five years at the discretion of the Sierra Leone SEZ authority. In addition, the government of
Sierra Leone equally provides these businesses with import duty exemptions and expedited
government services such as customs, immigration, and registration. This calculated policy
intervention largely contributed to the high net inflows in 2011.
Moreover, Sierra Leone had recorded the highest inflation rate of 128.7617 percent in
1991, while Cape Verde had the lowest inflate rate of -29.17 percent in 1994. The protracted
civil war which ultimately led to acute shortages of food and other consumables were largely
responsible for the persistent price hikes in Sierra Leone in the early 90s. The year refers to the
period this study has covered, thus, from 1990 to 2017, while country1 refers to the 13
ECOWAS member states under investigation.
4.2. HAUSMAN TEST
The Hausman test in panel data analysis helps to choose between fixed effects (FE)
model and random effects (RE) model. The null hypothesis states that the preferred model is
random effects; while the alternate hypothesis is that the preferred model is fixed effects.
Therefore, a rejection of the null hypothesis will imply that fixed effects model will be preferred
to the random effects model. In this study and as shown in the table 4, we reject the null
hypothesis (Prob > chi2 =0.0131), implying that fixed effects model is preferred. In fixed effects
models, the unobserved variables are allowed to have any relationships whatsoever with the
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observed variables. Moreover, fixed effects models actually control for the effects of timeinvariant variables with time-invariant effects. This is true whether or not the variables are
explicitly measured. In random effects models however, the unobserved variables are assumed to
be uncorrelated with all the observed variables. This assumption will often be wrong. The table
below showcases the outcome of the hausman test.
Table 6: HAUSMAN TEST
Variable

Coefficients

sqrt(diag(V_bV_B))

(b)

(B)

(b-B)

Fe

Re

Difference S.E

Econ. Globalization

-.179019

-.163706

-.0153138

.

Pol. Globalization

-.193335

-.150675

-.0426596

.0083043

Population

1.202483

1.152796

.0496865

.0118614

Inflation

.0002488

.0001364

.0001124

.

Infrastructure

.0144173

.0151165

-.0006992

.

Prob>chi2 = 0.0131; Source: Author’s computation

Test: Ho: Random effects model is better; Ha: Fixed effects model is preferred.
Fixed effects estimator is often used in panel data analysis when unobserved
heterogeneity is correlated with one or more of the explanatory variables. But if unobserved
heterogeneity is not so correlated, fixed effects cannot be used since there is time-invariant
variable in the model. With fixed effects models, we do not estimate the effects of variables
whose values do not change across time. Random effects models however, will estimate the
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effects of time-invariant variables, but the estimates may be biased since we are not controlling
for omitted variables.
Table 7: Regression results for model (1)
Variable

Fixed Effects

Random Effects

Pooled OLS

Lnecon. Global

-.1790198***

-.163706***

-.163706***

Lnpol. Global

Lnpopulation

Inflation

(.029513)

(.0296724)

(.0296724)

-.1933355***

-.1506759***

-.1506759***

(.0352046)

(.0342111)

(.0342111)

1.202483***

1.152796***

1.152796 ***

(.0245137)

(.021453)

(.021453)

.0002488

.0001364

.0001364

(.0002263)

(.0002282)

(.0002282)

.0144173***

.0151165***

.0151165***

(.0025746)

(.0025866)

(.0025866)

-.0479934

-.169865

-.169865

(.1403904)

(.1463892)

(.1463892)

Observations

364

364

364

R-squared

0.9869

0.9869

0.9869

Country

13

13

13

Infrastructure

Constant

Standard errors in parenthesis; *** P < 0.01; ** P < 0.05; * P < 0.1. Prob > F = 0.0000;

The table above shows the regression results in respect of regression model (1): [EMP =
f (econ. globalization index; pol. globalization index; population; inflation; infrastructure)],
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using Pooled OLS, Fixed effects as well as Random effects in the study. The reason for the
estimation of Pooled OLS is for the purpose of drawing a comparison among the three estimation
methods and to prove the inappropriateness for its use in panel data analysis. From the results,
both economic globalization and political globalization have negative relationships with
employment generation in the ECOWAS sub-region during the period 1990 to 2017, and are
statistically significant at 1 percent. Economically, a one percent (1%) increase in the degree of
globalization will cause an approximately eighteen percent (18%) decrease in employment level
in the countries that constitute ECOWAS. Thus, the more economically globalized a developing
economy is, holding other things the same, the lower the employment opportunities for its
indigenes. This may be due to weak trade unions that are usually rendered inactive during the
period of trade liberalization. An 18 percent decrease in employment is an indication that
economic globalization is an important factor in influencing labor market outcomes in
developing economies. This result corroborates the findings of Ayenagbo et al (2012) who
concluded that developing countries could experience more losses as a result of globalization.
For political impact of globalization, a one percent (1%) increase in the degree of
openness will lead to approximately nineteen percent (19%) decrease in employment level in the
ECOWAS enclave. This implies that the more politically globalized a developing economy
becomes, the more likely it suffers from job losses, ceteris paribus. Thus, global politics to a
large extent, plays a major role in the determination of labor market outcomes in developing
countries. This outcome also corroborated the findings of Fischer & Somogyi, (2009) who
concluded that political globalization lowers employment protection of workers.
In addition, a rise in population which accounts for the size of the domestic market, also
has a positive effect on employment at 1% significant level. Thus, a 1% increase in population
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will lead to approximately 120% increase in employment in the ECOWAS sub-region. The
magnitude of employment impact of population growth suggests an expanded market which
culminates in an increase in demand for goods and services. An increase in demand for goods
and services also implies an increase in demand for labor by firms in the domestic economy that
intend to increase output, all other things being equal.
More so, inflation has a positive impact on employment generation but this is
insignificant both statistically and in magnitude. From the output table above, a 1 % rise in
inflation will cause employment level to rise by 0.025% at no statistically significant level. Even
though this result is consistent with theory, the magnitude of inflationary effect on employment
is utterly inconsequential in the case of ECOWAS enclave.
Infrastructural development also plays a significant role in generating employment
opportunities in developing economies including those located within the ECOWAS. From the
estimation above, a one (1%) percent increase in infrastructure causes a one (1%) percentage rise
in employment in the ECOWAS sub-region. Even though this is statistically significant at 1%,
infrastructure has very little economic impact on employment generation in West Africa.
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Table 8. Regression results for model (2)
Variable

Fixed Effects

Random Effects

Pooled OLS

Trade openness

-.0013345 ***

-.0011622 ***

-.0011622***

(.0003342)

(.0003286)

(.0003286)

.001313

.0015994

.0015994

(.0011961)

(.0011964)

(.0011964)

1.090773 ***

1.067207***

1.067207***

(.0188257)

(.0160008)

(.0160008)

.0001763

.0000921

.0000921

(.0002419)

(.0002401)

(.0002401)

.0106824 ***

.0111776 ***

.0111776 ***

(.0027182)

(.0026729)

(.0026729)

-1.121061***

-1.121061***

(.0381261)

(.0537446)

(.0537446)

Observations

364

364

364

R-squared

0.9871

0.9871

0.9871

Country

13

13

13

FDI

Lnpopulation

Inflation

Infrastructure

Constant

-1.160495***

Standard errors in parenthesis; *** P < 0.01; ** P < 0.05; * P < 0.1.
Prob > F = 0.0000; Source: Author’s computation.
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Table 8 above depicts the results of model (2): [EMP = f (trade openness, FDI, population,
inflation, and infrastructure)] that tests the alternative variables namely trade openness and
foreign direct investment that are often used as proxies for globalization. From the estimation,
trade openness as a proxy for globalization, has a negative relationship with employment level
and it is statistically significant at 1%. Thus, a percentage increase in the level of openness will
cause 0.133% decrease in employment level, all other things being equal. This magnitude of
change, thus, 0.13 percent employment impact of globalization is insignificant. Foreign direct
investments, on the other hand, has a direct effect on employment level but not statistically
significant in the ECOWAS member countries. The estimate shows that a 1% increase in foreign
direct investments will lead to about 0.1313% increase in employment level in the sub-region.
In addition, a percentage increase in population causes employment to increase by
approximately 109% and these are statistically significant at 1%. This implies that population
growth is a very important determinant of employment generation in the ECOWAS sub-region.
More so, inflation rate has shown a positive relationship with the level of employment from the
equation (2) results. Thus, holding other things equal, a percentage rise in inflation rate will
cause employment to fall by 0.01763% but this is not statistically significant.
Juxtaposing the results of estimated models (1) and (2), it is obvious that variables
adopted in model (1) prove better in estimating the impact of globalization on employment level
in the ECOWAS enclave than those adopted in model (2). For instance, in model (1) the KOF
Globalization Index is employed to measure the economic impact of globalization on
employment while in model (2), trade openness is used as a proxy for economic globalization.
Even though both variables namely KOF Globalization Index in model (1) and trade openness in
model (2) have the same signs, the magnitude of their coefficients differ substantially. In model
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(1), economic globalization has impacted employment level by approximately 18% and this is
economically significant; while in model (2), the magnitude of the impact of globalization (using
trade openness as its proxy) on employment is a paltry 0.133%.
Moreover, the KOF Globalization Index is built to capture trade openness, foreign direct
investment, portfolio investment, capital flight, income payments to foreign nationals (% of
GDP), among others, and it is largely considered as more accurate and appropriate in measuring
globalization than the traditional “trade openness” in recent studies Dreher et al., (2008)
5. CONCLUSION AND POLICY RECOMMENDATIONS:
Globalization offers a significant employment benefits to developing countries that are
able to embrace, keep and leverage it through easy access to large markets, lower costs of
transport, quick access to capital, information as well as technology. What are the economic
implications for the ECOWAS member countries?
First, the findings show that globalization has a significant and negative effects on
employment generation in the case of ECOWAS countries. The motive behind regional trade
integration in the western part of Africa is that small States need to come together to build and
integrate their economies that will provide wider markets with the view to attracting both
domestic and foreign investment, enhance economies of scale, and ultimately accumulate more
economic and political weight in trade negotiations. Also, the goal is the eventual integration into
the global economy where regional integration is mainly seen as an intermediate but necessary
step (Weigert, 2016). Consequently, governments of ECOWAS member countries must
endeavor to maintain an equilibrium between creating job in the member States and participating
in the global markets. Presumably, there is the need for ECOWAS governments to formulate
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“local content laws” that will guarantee job placement for the indigenes in multinational
corporations that operate within the sub-region. Thus, reserving a reasonable quota in terms of
employment opportunities for the ECOWAS citizens will go a long way to increase employment
in the member states. Governments, as a matter of policy, must also make the efforts to ensure
that foreign investors in the local economies engage the services of ECOWAS citizens in jobs
that may not necessarily require foreign experts and can be undertaken by the young people in
the sub-region.
Second, given the finding that political globalization also exerts a strong and negative
impact on employment generation in the ECOWAS enclave by lowering opportunities for jobs
by a magnitude of 19%, it is instructive that governments of ECOWAS pay serious attention to
the stronger influence the international markets and international political organizations have on
the labor markets within the sub-region and as such, develop strategies that will help prevent job
losses. There is also the need for governments to avoid, as much as possible, intense pressure to
go into trade related agreements that only seek to regulate the labor market, thereby freezing
employment. A key aspect of political globalization has to do with the membership in
international organizations which often means the signing of agreements that will enhance the
integration of markets such as European Union and also reinforce core labor standards under the
International Labor Organization conventions. More often than not, these objectives do not
satisfy the good intentions for which they were originally formulated especially in the case of
developing countries. Many renowned economists, namely Stiglitz (2002, 2003) have critiqued
globalization and other international organizations such as the IMF for pursuing austere
stabilization measures with virtually no emphasis on the long-run growth and employment
impacts of these measures. This may be evident by the negative impacts of political globalization
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found in this study. Therefore, ECOWAS governments should endeavor to regulate with caution
the inflow of foreign capital to ensure that labor-intensive industries are not dislocated as a result
of globalization. Furthermore, governments must mandate multinational corporations to follow
core labor standards as enshrined in the International Labor Organization (ILO) conventions as a
way of protecting against individuals’ basic right of employment.
Third, trade openness and FDI variables that form part of economic dimension of
globalization suggest that openness and foreign direct investment significantly reduce
employment in the ECOWAS member states. One problem for African countries is that, most of
their exports are dominated by primary commodities, with natural resources constituting about
73 percent, (Anyanwu, 2012). Without improving the quality of products through the vehicle of
industrialization, and making exports more competitive, countries in West Africa are at risk of
exporting low-value products and therefore, cannot gain any competitive advantage in global
trade. Gains from trade can only be consolidated if membership of ECOWAS adopts a valuechain approach in order to add value to their primary products that will facilitate competitiveness
of their exports. By so doing, the real growth of economies of ECOWAS will translate into job
creation other than a situation of jobless growth presently experienced in most part, in the subregion.
Fourth, the results further suggest that ECOWAS member countries must embark on
import substitution industrialization programs that may help manufacture goods that are hitherto
imported thereby empowering the domestic firms to provide employment opportunities for the
citizens of ECOWAS. This policy will facilitate the financing of new investment, ensuring the
quality and strengthening of institutions as well as fine-tune and learn new skills that will open
avenues for employment in the sub-region.
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Fifth, the study suggests that trade reforms should be designed and pursued in a manner
that is employment-friendly so that the reallocation of jobs is more congenial for employment
growth in the ECOWAS enclave. In addition, the deployment of foreign workers in the domestic
labor market should be done strategically to avoid the clouding out of citizens of ECOWAS on
the labor market.
Sixth, member states must endeavor to support growth and expansion of infant industries
in their jurisdictions to enable them stand international competition. That is to say, infant
industries in most developing economies more often than not produce at a relatively higher cost,
making price per unit cost of production uncompetitive. Eventually, most of these firms do not
see the light of day and are unable to generate the needed employment. Tax rebates and holidays
as well as state subsidies may help sustain infant companies and as such, foster their growth and
expansion in order that they are able to generate employment opportunities for the jobless young
people in the ECOWAS member states.
Finally, the sub-region also needs young entrepreneurs that are ready and eager to explore
new business opportunities. To achieve this, ECOWAS governments must facilitate easy access
to credit and financing that will motivate young entrepreneurs to be able to take risks and
establish businesses that will ultimately make them employers on their own. More so, a
deliberate and conscious policy must be formulated by governments to promote domestic
investment via favorable credit conditions for Small and Medium-sized Enterprises (SMEs) that
would provide substantial benefits for youth employment within the ECOWAS member states.
In sum, this paper began by interrogating the ongoing debate on the economic impact of
globalization on employment in the ECOWAS Member States. It was discovered that the
predictions of renowned trade theories that postulate that globalization would generate more
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employment in labor abundant developing economies cannot be valid in all cases. The empirical
realities have proven that the impact of globalization on employment may vary from one country
or group of countries to another. These results essentially confirm the hypothesis that
globalization does not benefit most developing economies. Presently, there is increasing
consensus to the effect that instead of sticking with theoretical considerations, the appropriate
way in dealing with research problem like one in this study is to pursue empirical studies to
ascertain the economic impacts of globalization on labor markets in developing countries.
However, this study has some limitations relative to availability of complete data on two
of the countries namely The Gambia and Liberia, leading to their exclusion from the model.
More so, countries within the ECOWAS do not have complete data below 1990, making the
study to be restricted to the period from 1990 to 2017. In the same vein, some variables had to be
dropped because of data problems on countries under consideration.
For future research, other dimensions of globalization such as social and cultural indexes
may be included in the model to ascertain the extent to which these variables impact employment
situation in the developing economies.
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APPENDIX:
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Appendix 1: Regression model (1) outputs:
Appendix 1.1. Fixed Effects Estimation result
. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl lnecgl lnpogl lnpopl inf infra, fe
Fixed-effects (within) regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9426
between = 0.9890
overall = 0.9869

lnempl

Coef.

lnecgl
lnpogl
lnpopl
inf
infra
_cons

-.1790198
-.1933355
1.202483
.0002488
.0144173
-.0479934

.029513
.0352046
.0245137
.0002263
.0025746
.1403904

sigma_u
sigma_e
rho

.25520374
.05950076
.94844361

(fraction of variance due to u_i)

Std. Err.

t
-6.07
-5.49
49.05
1.10
5.60
-0.34

F test that all u_i=0: F(12, 346) = 136.27
.
end of do-file
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min =
avg =
max =

28
28.0
28

=
=

1135.51
0.0000

F(5,346)
Prob > F

corr(u_i, Xb) = -0.8218

P>|t|
0.000
0.000
0.000
0.272
0.000
0.733

364
13

[95% Conf. Interval]
-.2370673
-.2625774
1.154268
-.0001963
.0093535
-.3241193

-.1209723
-.1240936
1.250697
.000694
.0194812
.2281325

Prob > F = 0.0000

Appendix 1.2. Random Effects Estimation results:

. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl lnecgl lnpogl lnpopl inf infra, re
Random-effects GLS regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9422
between = 0.9889
overall = 0.9869

corr(u_i, X)

lnempl

Coef.

lnecgl
lnpogl
lnpopl
inf
infra
_cons

-.163706
-.1506759
1.152796
.0001364
.0151165
-.169865

.0296724
.0342111
.021453
.0002282
.0025866
.1463892

sigma_u
sigma_e
rho

.15767119
.05950076
.87534251

(fraction of variance due to u_i)

.
end of do-file

67

min =
avg =
max =

28
28.0
28

=
=

6294.46
0.0000

Wald chi2(5)
Prob > chi2

= 0 (assumed)

Std. Err.

z
-5.52
-4.40
53.74
0.60
5.84
-1.16

P>|z|
0.000
0.000
0.000
0.550
0.000
0.246

364
13

[95% Conf. Interval]
-.2218628
-.2177285
1.110749
-.0003109
.0100469
-.4567825

-.1055491
-.0836234
1.194843
.0005837
.0201861
.1170524

Appendix 1.3. Hausman Test:
. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. hausman fe re
Coefficients
(b)
(B)
fe
re
lnecgl
lnpogl
lnpopl
inf
infra

-.1790198
-.1933355
1.202483
.0002488
.0144173

-.163706
-.1506759
1.152796
.0001364
.0151165

(b-B)
Difference

sqrt(diag(V_b-V_B))
S.E.

-.0153138
-.0426596
.0496865
.0001124
-.0006992

.
.0083043
.0118614
.
.

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2(5) = (b-B)'[(V_b-V_B)^(-1)](b-B)
=
14.43
Prob>chi2 =
0.0131
(V_b-V_B is not positive definite)
.
end of do-file
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Appendix 1.4. Pooled OLS Result:
. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl lnecgl lnpogl lnpopl inf infra
Random-effects GLS regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9422
between = 0.9889
overall = 0.9869

corr(u_i, X)

lnempl

Coef.

lnecgl
lnpogl
lnpopl
inf
infra
_cons

-.163706
-.1506759
1.152796
.0001364
.0151165
-.169865

.0296724
.0342111
.021453
.0002282
.0025866
.1463892

sigma_u
sigma_e
rho

.15767119
.05950076
.87534251

(fraction of variance due to u_i)

.
end of do-file
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min =
avg =
max =

28
28.0
28

=
=

6294.46
0.0000

Wald chi2(5)
Prob > chi2

= 0 (assumed)

Std. Err.

z
-5.52
-4.40
53.74
0.60
5.84
-1.16

P>|z|
0.000
0.000
0.000
0.550
0.000
0.246

364
13

[95% Conf. Interval]
-.2218628
-.2177285
1.110749
-.0003109
.0100469
-.4567825

-.1055491
-.0836234
1.194843
.0005837
.0201861
.1170524

Appendix 2. Regression model (2) outputs:
Appendix 2.1. Fixed Effects Estimation results
. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl topen fdi lnpopl inf infra,fe
Fixed-effects (within) regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9341
between = 0.9892
overall = 0.9871

lnempl

Coef.

topen
fdi
lnpopl
inf
infra
_cons

-.0013345
.001313
1.090773
.0001763
.0106824
-1.160495

.0003342
.0011961
.0188257
.0002419
.0027182
.0381261

sigma_u
sigma_e
rho

.18601885
.06375072
.89489391

(fraction of variance due to u_i)

Std. Err.

t
-3.99
1.10
57.94
0.73
3.93
-30.44

F test that all u_i=0: F(12, 346) = 111.72
.
end of do-file
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min =
avg =
max =

28
28.0
28

=
=

980.24
0.0000

F(5,346)
Prob > F

corr(u_i, Xb) = -0.6471

P>|t|
0.000
0.273
0.000
0.467
0.000
0.000

364
13

[95% Conf. Interval]
-.0019918
-.0010396
1.053745
-.0002994
.0053361
-1.235483

-.0006771
.0036655
1.1278
.000652
.0160287
-1.085507

Prob > F = 0.0000

Appendix 2.2. Random effects Estimation results

. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl topen fdi lnpopl inf infra,re
Random-effects GLS regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9339
between = 0.9891
overall = 0.9871

corr(u_i, X)

lnempl

Coef.

topen
fdi
lnpopl
inf
infra
_cons

-.0011622
.0015994
1.067207
.0000921
.0111776
-1.121061

.0003286
.0011964
.0160008
.0002401
.0026729
.0537446

sigma_u
sigma_e
rho

.14827793
.06375072
.84398937

(fraction of variance due to u_i)

.
end of do-file
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min =
avg =
max =

28
28.0
28

=
=

5800.13
0.0000

Wald chi2(5)
Prob > chi2

= 0 (assumed)

Std. Err.

z
-3.54
1.34
66.70
0.38
4.18
-20.86

P>|z|
0.000
0.181
0.000
0.701
0.000
0.000

364
13

[95% Conf. Interval]
-.0018063
-.0007455
1.035846
-.0003786
.0059389
-1.226399

-.0005182
.0039443
1.098568
.0005627
.0164164
-1.015724

Appendix 2.3. Pooled OLS results
. do "C:\Users\PROF~1.WID\AppData\Local\Temp\STD01000000.tmp"
. xtreg lnempl topen fdi lnpopl inf infra
Random-effects GLS regression
Group variable: country1

Number of obs
=
Number of groups =

R-sq:

Obs per group:
within = 0.9339
between = 0.9891
overall = 0.9871

corr(u_i, X)

lnempl

Coef.

topen
fdi
lnpopl
inf
infra
_cons

-.0011622
.0015994
1.067207
.0000921
.0111776
-1.121061

.0003286
.0011964
.0160008
.0002401
.0026729
.0537446

sigma_u
sigma_e
rho

.14827793
.06375072
.84398937

(fraction of variance due to u_i)

.
end of do-file
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min =
avg =
max =

28
28.0
28

=
=

5800.13
0.0000

Wald chi2(5)
Prob > chi2

= 0 (assumed)

Std. Err.

z
-3.54
1.34
66.70
0.38
4.18
-20.86

P>|z|
0.000
0.181
0.000
0.701
0.000
0.000

364
13

[95% Conf. Interval]
-.0018063
-.0007455
1.035846
-.0003786
.0059389
-1.226399

-.0005182
.0039443
1.098568
.0005627
.0164164
-1.015724

Appendix 3. List of ECOWAS Member States used in the study:
1. BENIN
2. BURKINA FASO
3. CAPE VERDE
4. COTE D’IVOIRE
5. GHANA
6. GUINEA
7. GUINEA BISSAU
8. MALI
9. NIGER
10. NIGERIA
11. SENEGAL
12. SIERRA LEONE
13. TOGO
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